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Our Own 
TH E annual meeting of Haskins & Sells began at the Executive Offices on 
Monday, September 23. 
Colonel Carter presiding, called the 
partners together at ten o'clock for a short 
session preceding the general meeting. 
He announced that Mr. Ludlam, who has 
been ill for some time, and in the hospital, 
was now at home and making a rapid 
recovery. This announcement brought great 
joy to every one present. Colonel Carter 
then reviewed briefly the general results 
and outstanding events of the previous 
year and announced the Haskins & Sells 
Foundation, this institution having been 
organized during the year for the purpose 
of rendering assistance to members of the 
organization who by reason of age or in-
firmity may be, in the future, prevented 
from continuing in the organization as 
actively as in the past. 
Following the partners' meeting, the 
general conference was begun, the morning 
session being devoted to a general discus-
sion of miscellaneous matters relating to 
the organization. 
Lunch was served in the library at 
12:30, following which various informal 
conferences took place. 
The afternoon session of Monday was 
given over to a discussion of brokerage 
accounts. Mr. Willins led the discussion 
and read a paper dealing with the examina-
tion of stock brokerage accounts in the 
preparation of questionnaires which are 
required by stock exchanges. He pointed 
out the necessity of having each office as 
familiar with the examination of stock 
brokerage houses as our offices in New 
York City, inasmuch as the increased 
activity in market affairs is becoming 
widespread throughout the country and the 
exchanges of other cities are adopting the 
practices of the New York Stock Exchange 
in requiring the questionnaires of member 
concerns. Mr. Willins also referred to the 
fact that the New York Stock Exchange 
has not laid down any definite form in 
Meetings 
which the information required by the 
questionnaire is to be furnished. He 
stated, however, that the form which has 
been used by New York Broad Street office 
for several years has appeared to be satis-
factory to the New York Exchange and 
that he believed if other offices would 
adopt the same form, the exchanges in 
the various cities would find it satisfactory. 
With this thought in mind, the committee 
which organized the Monday afternoon 
session, namely, Messrs. Bickett, Willins, 
and Garrison, had prepared specimen 
copies of the questionnaire report, with 
specimen forms used in the examination to 
accompany mimeographed copies of the 
remarks on the examination of stock 
brokerage accounts and the questionnaire. 
Following Mr. Willins' presentation of the 
paper there was considerable discussion and 
many practical questions were asked by rep-
resentatives of the various practice offices, 
which showed how timely the subject is. 
Monday evening, after group dinner 
parties, the assemblage attended a theatre 
party at Chanin's 46th Street theatre (this 
being a Shubert production), the play 
being "Follow Through." The appro-
priateness of this selection was very 
apparent, from remarks heard here and 
there during the following days. The 
play was bright, sparkling, and enter-
taining, and seems to have been enjoyed 
by every one present. 
The session Tuesday morning was given 
over to a discussion of the Federal Reserve 
Bulletin dealing with the verification of 
financial statements. This subject was 
presented by Mr. Gause, the session having 
been organized by a committee consisting 
of Messrs. Foye, Kracke, and Reik. Fol-
lowing an interesting presentation and 
discussion, the meeting voted to adopt the 
Federal Reserve Bulletin as an integral 
part of our service procedure, the com-
mittee having worked out the details of 
incorporating the procedure into our serv-
ice classification. 
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The type of service outlined in the 
Federal Reserve Bulletin corresponds, in a 
large measure, to our general audit, the 
only practical difference being that our 
general audit is slightly more compre-
hensive, under certain circumstances, in 
verifying cash balances and cash trans-
actions. The procedure in the bulletin 
specifically points out that the procedure 
therein contained "will not necessarily dis-
close defalcations nor every understate-
ment of assets concealed in the records of 
operating transactions or by manipulation 
of the accounts." It is felt that our own 
cash procedure, if appropriately and prop-
erly applied, should detect understate-
ments of cash concealed in the operating 
transactions or by manipulations of the 
records, if applied in accordance with the 
three situations upon which our cash 
procedure is predicated. It was agreed 
that in our general audits we shall follow 
the Federal Reserve Bulletin, going as 
much further in the matter of verifying 
cash balances and cash transactions as 
may be indicated by the situation in any 
given case. 
After lunch in the library the conference 
was resumed at 2 P.M. , the subject for the 
afternoon session being investment trusts. 
This session was organized by a committee 
consisting of Messrs. Carter, Bickett, 
Auld, and Wildman. This session evoked, 
perhaps, more interest than any of the 
others, as evidenced by the discussion 
which followed the presentation of the 
subject. Mr. Auld presented a most in-
teresting paper covering a survey of the 
subject of so-called investment trusts, the 
procedure involved in the auditing of such 
organizations, together with the problems 
which arise in connection therewith. Mr. 
Auld pointed out that the predominating 
type at the present time is difficult of classi-
fication, being somewhere between a dealer 
in securities and a true investment institu-
tion. It was also made clear that one of 
the most important steps in auditing an 
investment company, or investment trust, is 
to review carefully the trust indenture, or 
the management contract under which the 
trust is operated. 
The two chief problems in connection 
with the auditing of investment trusts were 
found to be the valuation of stock dividends 
and the valuation of the portfolio securities. 
Following the discussion, Colonel Carter 
announced that the firm policy on these 
two points would be as follows: 
Stock Dividends: "A practical solution 
of this difficult question—one based frankly 
on a compromise of conflicting arguments 
and considerations—would seem to be to 
permit the credit of unrealized stock divi-
dends to income, provided (1) that the item 
is set out separately in the income state-
ment; (2) that the investment account 
as a whole is conservatively stated; and (3) 
that any excess of such credits over the 
stated value of the stock dividend as charged 
to earned surplus by the issuing corpor-
ation not be used by the receiving corpor-
ation for the payment of cash dividends." 
Valuation of Portfolio: "In this matter, 
it seems desirable that the firm policy 
should follow the well-settled principle 
that appreciation in the value of an asset 
may not be credited to earned surplus 
available for distribution in the form of 
cash dividends. In other words, any in-
crease in the value of the securities in the 
portfolio due to market appreciation, if 
taken up on the books, should be credited 
to some account other than earned surplus 
and not transferred to earned surplus until 
such time as the appreciation has been 
realized." 
(In order to understand the full signi-
ficance of these expressions of firm opinion, 
it is necessary to consider them together 
and to realize that a stock dividend has 
been defined by the New York Stock Ex-
change as "the capitalization, in whole or 
in part, of past or current earnings." Ob-
viously then, the dividends have been de-
clared out of earned surplus, but in stock 
rather than in cash. To the extent that 
they represent earned surplus, stock divi-
dends may be regarded as income, or as an 
addition to earned surplus of the recipient. 
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If the recipient elects to take stock divi-
dends into his accounts at an amount 
higher than the stated price at which they 
were transferred from earned surplus to 
capital by the issuing company, he should 
credit to unrealized appreciation the excess 
of market price over stated price. In the 
last analysis, however, the matter of im-
portance is to insist that cash dividends 
not be paid out of any excess of market 
price over stated price; otherwise a quali-
fied report would be inevitable.) 
The paper on investment trusts will be 
reproduced in the Haskins & Sells B U L -
LETIN; the first installment appears in 
this number. 
One of the interesting features of the 
Tuesday afternoon session was a talk by 
our former partner, Mr. Frederic A. Tilton, 
who is now Third Assistant Post Master 
General. Mr. Tilton gave a very interest-
ing description of his duties and the many 
tasks confronting him. 
Wednesday was the big day. Several 
of the more ambitious left early for the 
Round Hill Country Club, at Greenwich, 
Connecticut, where those present were 
guests of Colonel Carter, devoting the 
morning to warming up and familiarizing 
themselves with the course. 
Lunch was served at 12:30, Mr. Hahn 
assuming charge of the affair in the self-
imposed capacity of Third Assistant Toast 
Master General. At 1:30, after a delicious 
lunch, the foursomes began to get under 
way, and after the smoke of battle had 
cleared away all were declared to be in 
about six o'clock. 
Mrs. Carter entertained the women of 
the party at a luncheon at her home, Sham-
rock Farm, and at seven o'clock all as-
sembled at the Club House for a dinner 
dance. Supplementing the delicious din-
ner, the delightful music and entertain-
ment provided, was the announcement of 
the prizes in connection with the golf 
tournament. As usual, Mr. Padon carried 
home a dozen Dunlop golf balls, being the 
prize for low gross. Mr. Padon's gross 
score was 90. Colonel Carter won the low 
net—91—20 = 71 the prize being one dozen 
U. S. Royal golf balls. Mr. Reik won the 
high gross, the prize consisting of a box 
of wooden tees. Out of consideration for 
Mr. Reik, we refrain from announcing 
the score. 
An added feature of this year's tourna-
ment was a kicker's handicap. In order to 
enter this contest each player had to pay 
in $3.00. Each contestant then fixed his 
own handicap by holes. There were three 
traps, however, of which he was not aware, 
consisting of a penalty for excessive handi-
cap, a penalty for excessive handicaps on 
the last two holes, and a penalty for using 
a ball other than one manufactured by a 
client. The fees paid in by contestants 
amounted to $108.00. This total was dis-
tributed to the winners as follows: Messrs. 
Forbes, $32.00; Kracke, $15.00; Carter, 
$14.00; Coursen, $8.00; Padon, $8.00; 
Hill , $7.00; O'Connell, $6.00; Bullock, 
$6.00; Palmer, $6.00; Tilton, $4.00; Por-
terfield, $2.00. After the distribution 
of prizes, Mr. Kracke was around inquiring 
if the collection of so much money would 
serve to constitute him a professional. The 
reading of the results and announcement 
of the prizes by Mr. Foye added consider-
able mirth to the evening. 
Those present at the meeting and social 
functions were as follows: 
Messrs. L . L . Tompkins, Atlanta; C. C. 
Croggon, Baltimore; F. L . Hammond, 
Birmingham; Edward Fuller, Boston; 
O. N . Hutchinson, Charlotte; C. J . Drake, 
Chattanooga; G. W. Rossetter and E . B. 
McGuinn, Chicago; C. R. Bowen, Cincin-
nati; A. R. Porterfield, Cleveland; H . B. 
Davies, Dallas; T. H . Lawrence, Denver; 
C. N . Bullock, Detroit; G. M . Hill , Jack-
sonville; J . F. Pflug, Kansas City; F. F. 
Hahn, Los Angeles; A. F. Wagner, Minne-
apolis; W. M . Coursen, Newark; H . J . 
Jumonville, New Orleans; W. P. Bickett, 
T . N . Willins, F. Bowman, S. G. Hay, 
H . S. Frost, G. P. Auld, J . H . Garrison, 
and Miss J . M . Palen, New York Broad 
Street; L. E. Palmer, P. R. Everett, 
M . M . Stone, H . A . McCormack, and 
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St. John Davis, New York 45th Street; 
P. P. Rossman, Philadelphia; A. J . 
Farber, Pittsburgh; R. J . Leo, Port-
land; T. V. Barb, Providence; J . H . 
O'Connell, Saint Louis; W. E. Nissen, Salt 
Lake City; C. A. Gaylord, San Diego; 
John F. Forbes, San Francisco; P. C. 
Davis, Seattle; J . A . Padon, Tulsa; H . L . 
McEwen, Watertown; A . M . Lovibond, 
Berlin; A . H . Carter, A . S. Vaughan, 
J . R. Wildman, C. E . Morris, A . B. Foye, 
W. H . Bell, E . A . Kracke, E . C. Gause, 
R. C. Reik, H . A. Dunn, C. E . Scoville, 
F. C. Rohwerder, P. S. Gibson, and Miss 
Bolles, Executive Offices; and Mr. F. L . 
Tilton, Washington, D. C. 
